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ABSTRACT 
This thesis investigates the impacts of various demographic and socio-
economics factors on the entrepreneurial choice of individuals in Hong Kong, 
using the data from the Census and Statistics Department of Hong Kong, 
embodied in the four census/by-census years 1981, 1986 1991 and 1996. By using 
maximum likelihood probit equation, we find that if an individual is greater in age, 
male, born in China, household head, received no education, a manager in certain 
industries (wholesale, retail, import/export trades, restaurants and hotel) and living 
in private permanent housing block, then he is more likely to be self-employed. 
Our innovation over previous research is that the type of living quarters that, 
an individual is occupying is taken into consideration in our estimation. Such 
inclusion has never been attempted in previous studies. We find that the type of 
living quarters occupied is a statistically significant determinant that affects 
employment choice of an individual. As expected, our findings show that the 
occupants of private permanent housing exhibit the strongest preference towards 
self-employment. The other two groups, the subsidised public rental flats tenants 
and the subsidised sale flats occupants, have lower probability of being self-
employed. 
An interesting result is that occupants of the subsidised sale flats have higher 
probability of going into self-employment than tenants of subsidised public rental 
ii 
flats in recent decades. We argue that their difference in abilities in offering their 
flats as collateral to financial institutions is responsible for such phenomenon. 
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After the Asian Financial Crisis, many Asian economies experience acute 
economic recession. Hong Kong is no exception. Our economy suffers from 
negative quarterly economic growth rate. It is estimated that our GDP growth rate 
for 1998 is to be negative 5 percent. Apart from the collapse of stock and housing 
market, our unemployment rate also climbs to historical high level. Some 
politicians, pressure groups and labour unions in Hong Kong have urged the 
government to start up some so-called "Venture Capital Scheme" to help those 
who want to establish their own businesses. In response to their requests, the 
government have launched a 'Special Finance Scheme, to help those small and 
medium enterprises to overcome short-term financial problems. We cannot 
overlook these small and medium businesses as they are the starting point of new 
giant enterprises. Birch (1979) argued that small firms created a disproportionate 
share of new jobs. Evans and Leightion (cited in Evans and Jovanovic (1989)) 
found that the unemployed were approximately twice as likely to go into self-
employment than other workers. By providing financial assistance to new 
businesses, the government may help reduce unemployment rate. In order to make 
the government policy effective in encouraging the formation of new businesses, a 
thorough understanding of self-employment, i.e. entrepreneurship is necessary. 
This thesis examines the important determinants of self-employment in Hong 
Kong. Our findings show that many similar forces are shaping the patterns of local 
entrepreneurship as well as our western counterparts. It is also found that the self-
employed are clustered in certain industry and occupation. 
Blanchflower and Oswald (1998) argued that the simplest kind of 
entrepreneurship was self-employment. Therefore, our focus of research will be on 
two types of employment: self-employment and wage-employment. For the 
purpose of our research, an individual is treated as self-employed if he/she reports 
being an employer or simply self-employed on his own accounts. This 
classification is also adopted in Blanchflower and Meyer (1994) and widely in 
literature. There are many early microeconometric works studying the economics 
of entrepreneurship: Rees and Shah (1986), Borjas and Bronars (1989), Evans and 
Leightion (1989) and Evans and Jovanovic (1989). Basically, our studies follow 
the theme of the above mentioned researches. However, the structural parameters 
we used are quite different from them. We will present our maximum likelihood 
probit equation in Chapter 3. 
Although there are many studies in other western countries, no similar 
research has ever been attempted in Hong Kong, using large-scale micro data. As 
Hong Kong is one of the ‘Four Asian Dragons' in the Asia, we believe that a 
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thorough understanding of what are the significant determinants of 
entrepreneurship in our economy is crucial to both the government officials and 
local academics. Although there are two recent studies in this area. Sit and Wong 
(1989) and Chiu (1998), they both suffer from a serious defect. The sample sizes 
in their research are not large enough' to justify as the representative of the whole 
population. Moreover, the approaches used in their studies are qualitative^ rather 
than quantitative albeit some plausible reasons are provided�. Despite their 
research effort, we still know little about local entrepreneurs.' 
To the best ofmy knowledge, our research is the pioneer work in Hong Kong. 
The goal of this thesis is to provide an initial empirical analysis of the important 
determinants affecting the choice between wage- and self-employment. By using 
population census/by-census data and econometric method, we believe our studies 
can deepen our understanding of local entrepreneurs. 
‘The number of interviewees in Sit and Wong (1989) is 294 whereas it is 33 in Chiu (1998). 
2 Only simple cross-tabulation is provided in Sit and Wong's study. In Chiu's study, mere 
qualitative and descriptive approach is adopted. 




2.1 DESCRIPTION OF THE CENSUS AND BY-CENSUS' 
It is an established practice from 1961 for Hong Kong to conduct a 
comprehensive population census once every ten years and a by-census in 
between. So far, there have been four population censuses and by-censuses since 
1961. In census, all quarters in the territory are included in the sample and all 
households are enquired. In by-census, about one-seventh of all quarters in Hong 
Kong are included and enquired. For simplicity, by-census only enquires on 
detailed characteristics of the population on the basis of a large sample without 
having a complete survey of the whole population Thus, the size and 
characteristics of the entire population are inferred from the sample results using 
statistical theory. Consequently, the statistics obtained from by-census may be 
slightly less precise than those from census. 
Although the census data have some deficiencies like sampling error, non-
sampling error, coverage error and enumeration error, etc., these error are 
carefully identified and corrected. In short, the census data are deemed to be most 
4 See ‘Overview，，1996 Population By-Census: Main Report. 
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reliable and representative^ one because it is the only large-scale official 
population survey available in Hong Kong. 
Our data are stored in magnetic tapes. These tapes contain two kinds of 
records: Household records and Personal records. For the purpose of our research, 
all Household records are excluded. For population census data, we utilize the 
20% and 5% sample tape of the population census of 1981 and 1991 from the 
Census and Statistics Department of Hong Kong. For 1981 census data, the 
original sample size is 894,510. After exclusion of all household records and 
irrelevant samples, the remaining sample size is 351,594. For 1991 census data, 
the comparative figures are 272,604 and 9,735 respectively. For by-census data, 
we use the 14.5% and 1% sample tape of the population by-census of the Census 
and Statistics Department of Hong Kong. For 1986 by-census data, the raw 
sample size stands at 763,093 and relevant sample size stands at 312,519. For 
1996's data, the corresponding figures are 80,626 and 29,009 respectively. 
2.2 MODIFICATION OF THE CLASSIFICATION 
The classification of variables of each census varies over time. In order to 
make the result comparable across census/by-census, the classification of 1981 
5 Owing to the large sample size, our data set is a representative one o f the whole population. 
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population census, 1986 population by-census and 1996 population by-census are 
modified based on the classification of 1991 population census. For example, the 
occupational classification of 1981 census and 1986 by-census basically follows 
the major groups and sub-major groups of the International Standard 
Classification of Occupations (ISCO) with local adaptation in Hong Kong. 
However, there was a change in the ISCO in 1988. Therefore, modifications based 
on the 1991's classification are necessary to make 1981's and 1986's 
classification compatible with that of 1991's and 1996's. The ultimate purpose is 
to obtain more systematic presentation and consistent classification so that our 
estimation results are comparable across censuses^y-censuses. Moreover, if we 
used the classification adopted in 1981 population census and 1986 population by-
census, the estimation results would be too tedious to interpret. The advantage of 
making modification based on the classification of 1991's census is to avoid the 
clumsy categorisation of previous census/by-census. 
2.3 SCOPE OF RESEARCH 
Although the sample tapes contain large number of samples, not all of them 
are relevant to our research. As a result, considerable numbers of samples are 
excluded for our estimation purpose. The following sub-sections give a brief 
description of exclusion criteria. 
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2.3.1 Population 
Our studies focus on land population. People living on board vessels are 
therefore excluded. 
2.3.2 Activity Status 
The population can be divided into two main groups: the economically active 
population, i.e. working population and the economically inactive population. For 
our estimation purpose, the whole latter group^ is excluded. For the working 
- population, only two groups of people are selected for our studies. They are the 
self-employed? and employeel The group 'Others'^ in the working population is 
also excluded. 
2.3.3 Income 
In our estimated model, we have to take logarithm of the income in order to 
tackle the problem of heteroscedasticity. Individuals who reported zero or 
negative income are thus excluded for estimation. The income of individuals 
includes monthly income from all kinds of employment. 
6 The economically inactive population consist of: home-makers, full-time students, persons of 
independent means, retired persons (including pensioners), inmates of institution, persons not 
seeking work because of temporary sickness/injury and others not elsewhere classified. 
7 Self-employed includes persons who report as employers or working on one's own account. 
8 Employee is a person who works for wage/salary in local/overseas government, private company 
or government subsidised organization. Domestic helpers working for wage and out-workers are 
included in this category. 
()Those people consist of unpaid family workers and the unemployed. 
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2.3.4 Industry 
Six groups of industry are covered in our studies. The names of the 
categories are presented in Table 2. The group 'Others'°' is not included in our 
estimation. For detailed classification of industry, please refer to Table 4 in the 
Appendix. 
2.3.5 Occupation 
Eight groups of occupation are included in our estimation. For the names of 
groups, please see Table 2. The details of the classification are also provided in 
Table 5. The group ‘Others，" as defined in the census is excluded. 
2.3.6 Type of Living Quarters 
Four categories of living quarters are excluded. They are institutions, other 
permanent housing (excluding staff quarters), rooftop structure and other 
public/private temporary housing. For the first two types of living quarter, they are 
excluded solely because the counting rule for them adopted in the 1996 By-census 
is different from those adopted in the previous by-census and no adjustment can 
be made for lack of information. Thus, if we were to include them in our 
estimation, the result we obtained would not be comparable to previous census/by-
I�Others include agriculture, fishing, mining and quarrying, electricity, gas and water, industry not 
elsewhere classified and not applicable. 
“ O t h e r s include market-oriented skilled agricultural and fishery workers, armed forces and 
occupations not elsewhere classified/applicable. 
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census. For rooftop structure, the number of them is not significant enough. 
Actually we believe that they have disappeared in Hong Kong at all since no 
separate figure of them is provided in 1996 By-census. In 1991，only negligible 
percentage of 0.18% of our population lived in this type of living quarter. For 
temporary housing, its population is very small'^ and decreasing. Therefore, 
studies on the last two categories are not worthwhile and so they are excluded. 
2.4 LIMITATIONS OF RESEARCH 
Many researchers have argued that entrepreneurs face financial constraints. 
Evans and Jovanovic (1989) suggested that it was extremely important to have 
sufficient capital before one could start a business. They further maintained 
liquidity constraints would be a hindrance for many potential entrepreneurs. 
However, both our population census and by-census do not have questions asking 
the amount of wealth the interviewee possessed. Nor do they have questions 
asking whether the individual has ever received inheritance, gifts and the like. So, 
we can only use proxy to estimate whether liquidity constraints are binding on 
entrepreneurs in Hong Kong. The proxy we used in our research is income 
12 The percentage of population lived in temporary housing is as follows: 1981 7.9%, 1986 4.0%, 
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Studies in western countries found that prior work experience, health status, 
previous firm size, prior union status and earnings from previous job, self-
employment status of father (Wit and Winden (1990)) of people were important 
determinants in explaining the transition into self-employment. However, no 
similar questions are asked in the local population census/by-census. Complete 
cross-country comparison therefore cannot be carried out. 
Conclusively, our scope of research is limited by the design of the population 
census/by-census questionaire. Since the census/by-census is carried out for the 
sole purpose of providing information to government macro-economic planning, 
for instance, planning the construction pace of public housing in the forthcoming 
years in different districts. Therefore, we cannot make a conclusion that the design 
of the census/by-census is poor. We strongly advise the Census and Statistics 
Department that in designing the questionnaire for the future census/by-census, 
they may consider asking more questions like those done by western countries, for 
example National Population Survey of the US. By acquiring more 
comprehensive micro-economic data sets, they will provide more opportunity for 
local academics to conduct further research in this area. 




An econometric analysis is employed to carry out our research. For 
simplicity, we estimate reduced-form equations based on a linearisation of the 
assumed probability function and use wide range of personal, industrial, 
occupational and type of living quarters dummies as structural parameters. The 
reduced-form equation is defined as follows: 
Prob (Self-employed = 1) = F {CONSTANT + f>,AGE2125 + f>^GE2630 
+ f>,AGE3135 + f>,AGE3640 + f>^GE4145 
+ f>^GE4650 + P,AGE5155 + f>^AGE5660 
+ ^^GE6165 + f>,^GE66 + P,,SEX+ f>,2HK 
+ f>,,CHINA + f>,,HEAD + f>,,LINCOME + f>,,EDl 
+ p,,ED2 + f>,,ED3 + f>^^ED4 + P20^^^ + f>2,ED6 
+ P22^^^^ + P23MS2 + P24MSi + f>25INDl + f>2JND2 
+ f>2i^ ND3 + P2JND4 + P29/MX5 + P30OCC7 + p3,0cc2 
+ P32 OCC3 + f>,,OCC4 + f>uOCC5 + P,5OCC(5 
+ p36^CC7 + f>,,TLQl + f>,JLQ2 + f>,JLQ3) 
where function F is the cumulative density function of normal distribution. 
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Table 2 in the Appendix presents definitions for the dummy variables used in 
this thesis. The summary results of maximum likelihood probit equations are 
presented in Table 3. For detailed coverage of industry, occupation and type of 





The estimated coefficients of different age cohorts are shown in Table 3 in 
the Appendix. Referring to Figure 1, it shows that age is a remarkably strong 
predictor of the probability of self-employment in Hong Kong. This is to the 
contrary of the findings of Evans and Leighton (1989). In their studies using the 
data of US National Longitudinal Survey of Young Men, they showed that the 
probability of going into self-employment was constant in age. 
In Figure 1, we observe a rise in probability of being self-employed as 
individuals increase in their ages. People in low age cohorts have lower 
probability of becoming self-employed than those in high age cohorts. Borjas and 
Bronars (1989) also found that older people were more likely to become self-
employed. The peak occurs when the age of individuals is equal to or above 66. 
However, there are discontinuities in the effect of age. One possible cause is the 
effect of mandatory retirement age at 65 in Hong Kong. If withdrawal from the 
working population were principally determined by pure physiological 
phenomenon, aging of the individual, instead of legal constraint, the estimated 
coefficients of different age cohorts would increase at a gentle and smooth rate. 
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Instead, we see a large increase in propensity to become self-employed for those 
individuals reaching the age cohort 66 (age 66 or above). We believe the sharp 
rise in attitude towards self-employment is due to the effect of compulsory 
retirement age at wage-employment. After this age, the only alternative available 
to individuals who still want to eam a living are to take up self-employment. 
Perhaps it is the lack of social security in Hong Kong leading to this phenomenon. 
Fuchs (1981) found that there was significant large drop in probability of working 
for the Americans reaching the age of 65, which is the normal retirement age 
under the Social Security of US. However, the negligible amount of social 
security payment in Hong Kong for the aged means that some of them may have 
to continue working even after the mandatory retirement age. And the only 
available option to them is going into self-employment in order to escape the 
restriction of statutory retirement age. Our estimation result for the highest age 
cohort is thus opposite to the US experience: the highest age cohort, ceteris 
paribus, exhibits the highest propensity of self-employment. We argue that such 
high propensity of going into self-employment may be principally due to 
economic necessity. It is, therefore, common to see that many old people who are 
self-employed engage themselves in personal services in Hong Kong. These 
include, for example, street hawkers, hairdressers and repairmen etc. 
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We also observe another discontinuity for people reaching the age cohort 21 -
25 and age cohort 26-30. For the former age cohort, we see a drop in attitude 
towards self-employment from the age cohort 21-25 to age cohort 26-30 in 1996's 
data. This may suggest that young people now prefer taking up wage-employment 
to self-employment. This experience is also applicable in western countries. Evans 
and Leighton (1989) showed that the entry rate into self-employment was the 
lowest for the age group o f l 8 to 25'^ 
For the latter age cohorts, there are significant increases in probability of 
being self-employed for age cohort 26-30 and age cohort 36-40 over the four 
census/by-census years. There are three possible explanations for the above 
phenomenon. First and foremost, young people face liquidity/financial constraints. 
In the studies of Evans and Jovanovic (1989), they showed that liquidity 
constraints were binding on new entrepreneurs. As capital was of vital importance 
to new businesses, they argued that liquidity constraints tended to exclude those 
would-be entrepreneurs with insufficient start-up capital. Local studies by Sit and 
Wong (1989) found that the number one problem encountered by small and 
medium industries' entrepreneurs when starting their businesses was capital. 
Furthermore, Blanchflower and Oswald (1998) argued that capital constraints 
binded more on the young. Therefore, it is clear that this problem is more serious 
13 Figure 1, Evans and Leighton (1989). 
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among young entrepreneurs. The argument is roughly this: Young people tend to 
have no or short credit history, financial institutions are unwilling to give 
considerable credit facilities to them because of the perception of high risk 
involved, unless they have collateral. This is normal business practice among 
lending institutions. 
The above experience is usually encountered by the established businesses. 
Ando (1985) found that the likelihood of acceptance of loan application increased 
with the past credit history of the firms and the amount of business experience of 
the applicants. Moreover, it is very unlikely that the young people have taken up 
inheritance from their parents to finance new businesses. It thus takes time, say 
five to ten years, for them to accumulate sufficient start-up capital through wage-
employment. 
The second is the discovery of new business opportunity. In the classic 
writings such as Knight (1921), Schumpeter (1939) and Kirzner (1973), they 
argued that most ofthe people were not aware of or innovative enough to discover 
viable business opportunities. Obviously, it takes some time even for young 
people with high entrepreneurial ability to discover viable business opportunities, 
i.e. searching process. It is normal for them to take up wage-employment during 
the searching process. Sit and Wong (1989) found that young people would 
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normally take up other kinds of employment first, the obvious choice is wage-
employment, then they might start to set up their small business ventures. 
The third is the acquisition of work experience". Local studies of Sit and 
Wong (1989) showed that only negligibly 2% of the entrepreneurs in their survey 
had been trained in the local technical or pre-vocational schools, compared with 
69.2% of the entrepreneurs acquired their industrial knowledge and skill through 
wage-employment rather than formal education. Moreover, 70% of them 
acknowledged that their first job had an important influence on their present 
businesses. On the other hand, some professions require their members to fulfill 
certain minimum relevant work experience before they can set up firms in their 
own names, especially for those professionals like accountants, lawyers, and 
architects. For example, it is required by the Hong Kong Society of Accountants 
that none of its members can set up their own practice, i.e. become Certified 
Public Accountant, before they comply with the four-years qualifying experience 
requirement. Thus for these professions, it is extremely normal for them to go into 
self-employment later in their ages. In short, the greater the age of individuals, the 
longer the time they acquire work experience. That is one of the reasons why we 
observe older age cohorts have higher propensity to become self-employed. 
“ A s mentioned in Chapter 2，for those individuals who reported themselves as students are 
excluded for our estimation purpose. Therefore, the age of the individuals in our sample can be 
used as a proxy for their years of labour market work experience. 
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4.2 SEX 
In Table 3，we see that sex is a significant predictor of the probability of 
being self-employed over the census/by-census periods in Hong Kong. The result 
shows that males have higher probability of becoming entrepreneur than females. 
This explains why males dominate local entrepreneurship. On the other hand, 
females tend to concentrate at the other end of employment scale as out-workers 
and employees. 
In the small and medium industries' survey, Sit and Wong (1989) found that 
only about 8% of the entrepreneurs were female. Our findings suggest that there is 
significant sexual imbalance in our local entrepreneurship. One may wonder how 
females break into the profession of entrepreneurship. Further investigation of the 
occupation of their spouses may give us explanation to this phenomenon. 
However, our data is limited in this aspect as there is no question asking the 
occupation of the interviewee's spouse. In a special analysis using data of 1991 
Population Census, Chiu (1998) found that in 2.2% of the households, the couples 
were self-employed, employers or unpaid family workers in the same industry. 
Among these households, the overwhelming portions of them worked in the 
occupation of retail trade. This findings suggest that for wives who reported 
themselves as self-employed or employers, their spouses' occupation may be an 
important determinant of the entrepreneurial choice for married women. 
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4.3 Place of Origin 
In Hong Kong, more than 90% of our population are Chinese, they can be 
further divided into two large groups: Hongkong-born and China-born Chinese. 
Over the last two decades, the percentage of Hongkong-born Chinese stays 
roughly at 60%. The other group, however, shows a gradual reduction from 38.6% 
in 1976 to33.7%inl996". 
In Table 3, it shows that place of origin is a significant determinant shaping 
entrepreneurial choice of individuals. Borjas (1986), using US Census data, 
estimated that self-employment rates for U. S. immigrants was 15% higher than 
other national groups. Further analysis showed that part of this differential in self-
employment rates was due to the 'enclave effect，. We will discuss this effect later. 
Referring to Table 3，we observe that the migrant status of the entrepreneurs 
is crucial in explaining their choice of employment over times. In Figure 2, the 
distance between two curves becomes narrow over times. Perhaps it suggests the 
effects of different migrant status converge over time. The probability of being 
self-employed for Hongkong-born Chinese, ceteris paribus, is catching up with 
that's of China-born Chinese. It is natural phenomenon when we consider the 
number of years these China-born Chinese arrived Hong Kong. After the abolition 
丨5 See Population Census/By-census: Main Report, various issues. 
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of ‘Touch-base Policy’ of illegal immigrant from China in 1981, the large influx 
of China-born Chinese is restricted. As time passed, the longer the number of year 
these early-arrived China-born Chinese stay in Hong Kong, the lesser was the 
effect of the migrant status on their entrepreneurial status. We argue that these 
early immigrants have transformed into local people after long period of stay in 
Hong Kong. 
Another reason that helps explain the strong preference towards self-
employment for the immigrants is offered in the sociological literature. See 
Bonacich et al (1980). Many sociologists argue that a major channel for these 
immigrants to assimilate into the economy is the availability of self-employment 
opportunities for them. It is argued that they become self-employed in retail trade, 
in which they cater to customers' demand from their ‘home’ countries/provinces. 
In the literature, this is so-called the ‘enclave’ effect. 
4.4 HOUSEHOLD HEAD 
Table 3 shows that being household head, he/she has higher probability of 
becoming self-employed. The effect is quite significant over the four census years. 
Our further investigation reveals that the number of male household head far 
exceeds that of female. Even though we always stress the equality of male and 
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female, male very often is still the decision-maker of the household in Hong 
Kong. 
Given the prevalence of small family business, it is clear that the hindrance 
for household head, usually who is also the male, to become self-employed is 
lower. As Chinese culture value is deeply-rooted in our society, it is normal for 
the rest of the household members, very often is the conjugal partner, to help out 
the self-employed household head, taking the form of unpaid family workers. 
Referring to the Table 1，we can see the movement of the change in the level of 
unpaid family workers is of the same direction as that of the self-employed over 
the four census years. It is reasonable to believe that the argument is grounded. 
Male, as a household head, usually enjoys the ready availability of family labour 
and resource from the rest of family members. Thus the labour services from the 
family members explain why household head, usually the male, has higher 
preference towards self-employment. 
4.5 EDUCATION ATTAINMENT 
The effect of education attainment has important influence in shaping the 
entrepreneurial choice of individuals over the years. Figure 3 shows the non-linear 
effect of various education attainments on shaping employment choice of local 
21 
people. Individuals, ceteris paribus, who have attained only kindergarten (the 
reference group) or with no schooling have the highest probability of joining self-
employment. On the other hand, individuals who have attained teachers or nursing 
training have the lowest probability of becoming self-employed. 
The reason for such high attitude of choosing self-employment of the 
uneducated is that their uneducated status put them in a disadvantage position 
when it comes to applying for jobs. As the education level of the population is 
rising because of the nine-year compulsory education policy introduced in 1979 as 
well as the increasing demand for the use of English in business activities, it is 
unlikely that they can find suitablejobs to match their near illiterate background. 
Out of economic necessity, they are then forced to become self-employed by 
engaging in personal services or small retail trades. 
The above argument can be substantiated by further investigation into our 
samples regarding their place of origin and age. Among them, large portions of 
them are immigrants from China who may lack family support in Hong Kong. 
Looking into their age, we find that 83% of them are over forty in 1981. Illiteracy 
is widespread among them because they lack opportunity to receive education in 
their schooling age in Chinai�. Compared with their Hong Kong counterparts, it is 
16 There was lots of political and social turmoil in China between 1940's to 50's. After the end of 
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found that high percent of China-born Chinese choose to be self-employed. 
However, the number of these uneducated self-employed declines sharply over the 
years. 
The reference group, individuals attained professional teachers' or nursing 
training, has the lowest probability ofbecoming self-employed. It is not surprising 
in Hong Kong because it is always required by the teaching and nursing 
profession that their employee should attained these programs in order to maintain 
their quality of staff. 
4.6 MARITAL STATUS 
Referring to Figure 4, it shows that the impact of various marital status is 
ambiguous over times. There are considerable fluctuations of the estimated 
coefficient of different marital status. For instance, the married has the highest 
probability of becoming self-employed for 1981 & 1986 whereas it exhibits the 
second-lowest probability of going into self-employment for 1991 & 1996. The 
same pattern applies to divorced and widowed. The reference group, individuals 
who have never married, demonstrates the highest preference for wage-
WWII，it came the civil war between communists and nationalists. Later in 1970's, the Cultural 
Revolution also caused large influx of immigrants from China to Hong Kong. 
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employment for all the census/by-census years. 
The fluctuations of the impacts of different marital status over times suggest 
that there exists a dynamics of the influence of the marital status rather than just 
sampling error. The strong attitude for the married towards self-employment in 
1981 and 1986 may be due to ready availability of the help from their conjugal 
partners. However, with the increasing education attainment of female and the 
awareness of the equality for both sexes, females now enjoy higher level of 
financial independence than before. It is reasonable to think that the help from 
conjugal partner, who is often the female, is reduced. Moreover, it is now 
common for the husbands and wives to have different occupations rather than 
starting small family businesses together. 
In recent years, the divorced/separated have shown the strongest preference 
towards self-employment. One possible reason is that only self-employment can 
provide the flexibility of incorporating child-care into businesses. Wong (1990) 
argued that self-employment was complementary with child-care. 
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4.7 INDUSTRY 
We can see in Table 3 that industry engagement is important in shaping the 
employment choice of individuals over the past two decades. Figure 5 provides a 
graphical presentation of the estimated coefficients for different industry 
engagements over the years. People engaged in wholesale, retail and 
import/export trade demonstrate the strongest preference towards self-employment 
over the four census/by-census years. This is consistent with local experience: 
many retail businesses in Hong Kong are in the form of small retail stores instead 
of big chain retail shops. The second highest is those worked in transport, storage 
and communication. Individuals engaged in manufacturing display the lowest 
probability of being self-employed. Our investigation into the GDP figures by 
component'? of Hong Kong may explain why there is such a low level of interest 
in self-employment in manufacturing sector. 
Hong Kong is a small open economy. Our survival depends crucially on 
whether we can earn enough foreign currency to fmance our purchases of huge 
amount of imports. This makes our industry export-oriented. Our manufacturing 
industry is no exception. In fact, our past success as the leading dragon among the 
'Four Asian Dragons' is largely attributed to the proliferation of our 
manufacturing sector in the 60's and 70's. In 1981, domestic exports of goods 
17 Table 10, Census and Statistics Department. 
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shared 47.1% of our GDP. Its importance, however, is declining. This is because 
there is rampant relocation of production bases from Hong Kong to Mainland 
China. The share of domestic exports of goods in our GDP reached its highest to 
50.8% in 1987 and steadily dropped to 15.9%'^ in 1997. The quarterly growth rate 
of domestic exports of goods suffered severely from the negative growth rates in 
these two years'^ Figure 8 in the Appendix provides evidence to this trend. It 
shows that the GDP growth rate and the manufacturing growth rate diverge over 
times. The manufacturing sector suffers from increasing negative growth rate. 
Therefore, it is expected to see that the estimated coefficient for the manufacturing 
industry stays at very low level for the past two decades as the industry as a whole 
is contracting. 
4.8 OCCUPATION 
As we can see in Table 3, it is shown that the estimated coefficients for 
various occupation categories are significant in affecting the employment choice 
of individuals. Although the effect is significant, the relative ranking of some of 
the estimated coefficients change over time. Please refer to Figure 6. This 
somehow complicates our detailed analysis. 
18 The 1997's figures are early estimates and subject to revisions as more data is available. 
'^  The quarterly domestic exports of goods growth rates for these two years are 1985: -1 4% -
9.6%,-10.4%, 0.6% and 1995: 10.8%, 3.3%，1.3%, -5.2%. ’ 
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Yet, we are able to see that individuals who are managers or administrators, 
ceteris paribus, have the highest probability of going into self-employment. The 
reasons for such high attitude towards self-employed can be summarised as 
follows: For managers and administrators, it is argued that theirjobs help them to 
meet more customers as well as the suppliers or the creditors. This greatly 
improves their probability of discovering viable business opportunity and 
appropriate business partners. The relationship with their customer then will 
guarantee a sufficient client base for the survival of their own established firms. 
Professionals are the second highest group exhibiting strong preference 
towards self-employment over the years. It is because to practice on their own, i.e. 
become self-employed, is a tradition among these professionals after they satisfy 
the required qualifying experience of their professional societies. 
An interesting thing to note is that the associate professionals show the 
lowest probability of being self-employed over the survey periods. By the nature 
of their occupation, they have to work closely and subordinately with the 
professionals. In effect, they can be seen as the assistants of the professionals. 
Therefore, they rarely become self-employed. Instead, they usually work for the 
professionals as wage-workers. Not surprisingly, these people have the least 
preference for self-employment. 
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4.9 INCOME 
Although Hong Kong has long enjoyed substantial economic growth, the 
1985's and 1995's quarterly growth rates of our GDP show that our economy 
experienced an economic recession and slump respectively^^. Table 3 shows that 
the current level of income (log-income in our estimation) has statistically 
significant impact in affecting people attitude towards self-employment. 
Apparently, the effect is ambiguous over times: positive in 1981 & 1991 and 
negative in 1986 & 1996. But when we further look at the economic environment 
at that time, the above results are not ambiguous. Rather, the change in the sign of 
the estimated coefficients reflects the fact that attitude towards self-employment 
adjusts according to economic environment. 
Table 3 shows that the estimated coefficients for log-income are negative in 
1986 and 1996: an additional amount of income reduces the likelihood of self-
employment. This also means that people with higher income have lower 
probability of being self-employed whereas people with lower income have higher 
probability of going into self-employment. During period of sluggish economy, 
unemployment rate is generally on the increase. Many people are unemployed or 
else face significant reduction in their salaries. Out of economic necessity and no 
2° The quarterly GDP growth rates for these two years are 1985: 5.8%, -2.9%, -2.9%, 2.0% and 
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better employment opportunities, they are forced to take up self-employment. It is 
reported that more people have started their own businesses after prolonged 
fruitless searching of job. On the other hand, the desire to become self-employed 
for those who still hold wage-employment is, obviously, to be low. The 
opportunity cost is extremely high if one gives up the present wage employment 
and opt for a risky self-employment adventure in times of economic 
recession/slump. Thus, we would expect negative estimated coefficients for these 
two by-census years. 
For the preceding year of 1981 and 1991, the economic growth rates are 
satisfactory: 10.1% in 1980 and 3.4% in 1990^'. The positive effect in 1981 and 
1991 can be explained as follows: In the time of booming economy, people 
generally enjoy higher level of income. Thus, there is greater chance of business 
success and more business opportunities because there is sufficient demand from 
the economy. As a result, people are more willing to take up self-employment as 
the chance of business failure is lower. Therefore, we observe positive estimated 
coefficients for log-income in 1981 and 1991. 
1995: 5.8%, 4.5%, 2.9%, 2.7%. 
21 Table 1, Estimates of Gross Domestic Product 1961 to 1997，Census and Statistics Department. 
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4.10 TYPE OF LIVING QUARTERS 
The estimated coefficients of different type of living quarters occupied are 
shown in Table 3 in the Appendix. It is found that the type of living quarter is a 
strong predictor of the probability of self-employment in Hong Kong. 
Referring to Figure 7，people living in private permanent housing block have 
the highest probability of becoming self-employed over the four census/by-census 
years. For the other two groups of government-subsidised occupants, the tenants 
in the public rental housing blocks and owner-occupier in subsidised sale flats, 
they originally exhibit the same level of probability of going into self-employment. 
However, their respective tendencies to become self-employed diverge in latter 
years: the owner-occupiers of the subsidised sale flats have stronger preference 
than the public rental housing tenants to take up self-employment. Also there is a 
sizable increase in likelihood to become self-employed for the subsidised sale flats 
occupants in 1996 by-census. 
One may wonder why there is such a differential between two groups of 
subsidised occupants. We argue that their differential abilities in providing 
collateral to secure loans are the ultimate reason. Binks et al (1988) argued that 
the availability of collateral had an important impact on the formation of small 
businesses. He found out that the amount of loan offered to the value of collateral 
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was greater than one for more than 80 % of UK business loans. That means many 
loans were either fully or more than fully secured. 
This UK phenomenon also applies to Hong Kong. Many personal loans or 
advances are secured on the premises owned by the borrowers. In the case of 
limited companies, the business loans are usually secured by directors' personal 
guarantee which empower the banks to take over the directors-owned premises if 
the companies default. In other words, whether an individual can provide 
sufficient collateral is a decisive factor in obtaining loan. 
We argue that the reason why the owner-occupants of subsidised sale flats 
have higher likelihood to become self-employed than the subsidised rental block 
tenants is that they are more likely to offer collateral to the banks in acquiring 
loans. After the subsidised sale flats occupants pay the authority a premium which 
is equal to the updated value of the original discount, they can sell their flats in the 
open market provided the resale restriction^^ has expired. In effect, these 
subsidised owner-occupants are in a better position than the subsidised tenants 
when it comes to arranging loans with financial institutions because they can offer 
22 As a condition of purchase of the subsidised sale flats built under the Home-Ownership Scheme 
(HOS) or Private Sector Participation Scheme (PSPS), an owner may not sell or let his flat for ten 
years. I f h e wishes to dispose o f h i s flat during this period, he must sell it back to the Hong Kong 
Housing Authority which will then resell it to a family in the target groups. After ten years, flats 
can be sold in the open market after paying to the Authority a premium equal to the updated value 
of the original discount. This restriction applies to those flats sold on or after 1982. 
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their flats as collateral. 
As mentioned in section 4.1, Sit and Wong (1989) found that entrepreneurs 
in their survey revealed that the number one problem in starting their businesses 
was lack up start-up capital. This means that local entrepreneurs are also capital 
constrained, like their western counterparts. In another local study by Chiu (1998), 
none of the interviewees in his study started their businesses by borrowing from 
banks or finance companies. In most of the cases, they rely on their personal 
savings or receive financial support from siblings and parents. These two studies 
clearly reveal that local entrepreneurs usually rely on their personal assets in 
starting their businesses. With regard to the effect of collateral, owner-occupiers in 
the subsidised sale flats are thus less capital constrained than the subsidised public 
housing tenants because it is easier for them to obtain loans. So they exhibit 
higher tendency to become self-employed as they have more financial resources to 
mobilise in order to set up their businesses. 
Referring to Figure 7，we see subsidised sale flats occupants have greater 
probability to become self-employed than the subsidised rental flats tenants in the 
recent decade. In Figure 7, it shows that the vertical distance between the two 
lines, TLQ1 and TLQ2, is growing greater. We believe the increasing number of 
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subsidised sale flats that are released from the ‘Ten-Years Resale Restrictions'^^ is 
responsible for such an increase. 
4.11 CONCLUDING REMARKS 
The probability of being self-employed is to be higher if a individual is older, 
male, born in China, household head, received no education, being a manager in 
wholesale, retail, import/export trades, restaurants & hotel and living in private 
permanent housing block. 
23 About 13,000 to 15,000 flats are sold under HOS and PSPS each years. Therefore, the number of 





Our empirical results shown in Chapter 4 suggest that the forces that 
influence whether an individual to become self-employed, i.e. entrepreneur, are 
basically the same in both western countries as well as Hong Kong. We have 
shown that age, place of birth, marital status, education, industry, occupation and 
income are all important determinants affecting entrepreneurship in Hong Kong. 
In section 4.5, we argue that the change of the sign of the effect of income is due 
to cyclical movement in economic activity. This is an interesting findings which 
has not been studied by local researchers before. 
Another issue that needs further investigation is that why there is such a 
divergence of the probability to become self-employed between subsidised sale 
flats occupants and subsidised rental blocks tenants as discussed in section 4.10. Is 
that any other reason, apart from the 'collateral effect’，that cause such a 
divergence? Moreover, if it is true that the 'collateral effect’ is the only ultimate 
reason, then the public housing policy of the government is in a way has a 
dampening effect on the local entrepreneurship. The reason behind is that the 
subsidies, a kind of social security, from the government cause lower incentives 
on the subsidised rental flats tenants to go into self-employment. This clearly 
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reveals a situation where the social security programme has negative effect on the 
economic growth as already studied in the literature. Furthermore, the lower 
attitude towards self-employment for subsidised tenants may reduce the level of 
social mobility: the subsidised tenants remain in the lower income group whereas 
the subsidised sale flats occupants has stronger incentives to strive for higher 
income by being self-employed, a starting point of entrepreneur. 
Consequently, our studies point to the need of a reform of housing policy of 
the government. In its production target of new housing sudsidised flats, the 
authority should gradually increase the proportion of subsidised sale flats. On the 
other hand, the percentage of subsidised rental flats should be reduced. As the 
income level of the whole population has increased a lot compared with decades 
before, the subsidised housing policy should eventually be phased out as the need 
for government intervention, in the form of heavy subsidisation, decreases. 
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APPENDIX: 
Table 1 Working Population by Activity Status 
Activity Status l_m l_m 1991 1996 1  
Numher % Number % Number % Number % 
^ ^ ^ ^ ^ ^ g = a a s s = } • = I = a a a s 8 B B ^ ^ ^ ^ = ^ — = ^ — « = g = 
Self-employed 146,806 6.1% 172,876 6.5% 145,481 5.4% 127,461 4.2% 
Employers 89,767 3.7% 111,613 4.2% 152,943 5.6% 204,414 6.7% 
Employees 2,129,905 88.6% 2,309,706 87.4% 2,383,159 87.8% 2,684,589~88.2% 
Unpaid family workers 37,589 1.6% 49,078 1.9% 33,520 1.2% 27,234 0.9% ., 
2,404,067 100.0% 2,643,273 100.0%|[ 2,715,103 100.0% 3,043,698 100.0%| 
Source: Census and Statistics Department. 1991 Population Census: Main 









AGE2125 Dummy for individual whose age is between 21 and 25. 
AGE2630 Dummy for individual whose age is between 26 and 30. 
AGE3135 Dummy for individual whose age is between 31 and 35. 
AGE3640 Dummy for individual whose age is between 36 and 40. 
AGE4145 Dummy for individual whose age is between 41 and 45. 
AGE4650 Dummy for individual whose age is between 46 and 50. 
AGE5155 Dummy for individual whose age is between 51 and 55. 
AGE5660 Dummy for individual whose age is between 56 and 60. 
AGE6165 Dummy for individual whose age is between 61and 65. 
AGE66 Dummy for individual whose age is above 66. 
Ref. Group Individual whose age is below 20. 
Sex Dummy 
SEX Dummy for individual who is male. 
Ref. Group Individual whose sex is female. 
Place of Origin Dummies 
HK Dummy for individual who bome in Hong Kong. 
CHINA Dummy for individual who bome in China (including Taiwan) and 
Ref. Group Individual who borne in the other countries 
Household Head Dummy 
HEAD Dummy for individual who is household head 
Ref. Group Individual who was non-head household member 
Education Attainment Dummies 
ED1 Dummy for individual who attained primary education. 
ED2 Dummy for individual who attained F.5. 
ED3 Dummy for individual who attained F.7. 
ED4 Dummy for individual who attained Technical Institutes, Polytechnic 
and other Post-secondary Colleges. 
ED5 Dummy for individual who attained Colleges of Education, 
Technical Teachers Colleges & School ofNursing. 
ED6 Dummy for individual who attained University and Post-graduate 
studies. 
Ref. Group Dummy for individual who received no education/kinder-garden. 
3 7 
Marital Status Dummies 
MS1 Dummy for individual who was married. 
MS2 Dummy for individual who was widowed. 
MS3 Dummy for individual who was divorced/separated. 
Ref. Group Dummy for individual who had never married. 
Industry Dummies 
IND1 Dummy for individual who engaged in Manufacturing. 
IND2 Dummy for individual who engaged in Wholesale, Retail and 
Import/Export Trades, Restaurants and Hotels. 
IND3 Dummy for individual who engaged in Transport, Storage and 
Communication. 
IND4 Dummy for individual who engaged in Financing, Insurance, Real 
Estate and Business Services. 
IND5 Dummy for individual who engaged in Community, Social and 
Personal Services. 
Ref. Group Dummy for individual who engaged in Construction. 
Occupation Dummies 
OCCl Dummy for individual who was Managers and Administrators. 
OCC2 Dummy for individual who was Professionals. 
OCC3 Dummy for individual who was Associate Professionals. 
OCC4 Dummy for individual who had Elementary Occupations. 
OCC5 Dummy for individual who was Service Workers and Shop Sales 
Workers. 
OCC6 Dummy for individual who was Craft and Related Workers. 
OCC7 Dummy for individual who was Plant and Machine Operators and 
Assemblers. 
Ref. Group Dummy for individual who was Clerks. 
Type of Living Quarters Dummies 
TLQ1 Dummy for individual who lived in Housing Authority/Society 
Rental Estates. 
TLQ2 Dummy for individual who lived in Housing Authority/Society 
Subsidised Sale Flats 
TLQ3 Dummy for individual who lived in Private Permanent Housing. 
Ref. Group Dummy for individual who lived in Staff Quarters 
Note: For detailed coverage of each dummy variable, please refer to Table 4 to 
Table 6 in Appendix. 
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Table 3 Summary Statistics of Probit Equations  
Dummy Variable I m l986 1551 l996 
AGE2125 0.3227 0.0694 -0.1252 -0.1157 
(12.1560) (2.6156) (-0.8075) (-1.2945) 
AGE2630 0.4638 0.2152 -0.1865 -0.0565 
H7.4110) f8.2564) (-1.2761) (-0.6622) 
AGE 3135 0.5349 0.2985 -0.0221 0.0530 
H9.4100) n i . 0 9 i m (-0.15in (0.6252) 
AGE3640 0.6977 0.3792 -0.0004 0.2182 
f24.3740) H3.700m M).0025) (2.5292) 
AGE4145 0.7709 0.4316 0.1702 0.2494 
f27.0870) H4.9340) ri.l342^ (2.8384) 
AGE4650 0.8206 0.4473 0.2631 0.2872 
f28.7070) H5.4710) H.6949) G.1948) 
AGE5155 0.8005 0.5003 0.2171 0.2560 
r27.4220^ (17.1260� (1.3850) ( 2 .卿 ) 
AGE5660 0.8533 0.4511 0.3644 0.3444 
r28.4040^ ri4.8310^ (2.215^) ( 3 洲 ) 
AGE6165 0.8908 0.4686 0.1806 0.3465 
(27.9080) (14.3610) H.0614) (3.2665) 
AGE66 1.0340 0.6006 0.4139 0.5182 
(31.4040) ri7.812Q^ (2.6116) (4.5758) 
SEX 0.3848 0.1854 0.2618 0.4230 
(36.4930) H8.1440) (5.4326^ H3.2590) 
HK -0.0162 0.0595 0.1551 0.2669 
f -0 .72in (3.0656� (2.1385) (4.3867) 
CHINA 0.1428 0.1818 0.2715 0.3481 
(6.5080、 （9.4384、 (3-6594) (6.1447) 
HEAD 0.1230 0.1198 0.0307 0.0976 
H3.8910) (13.3620) (0.6741) G.3747) 
LINCOME 0.2237 -0.0549 0.1280 -0.0337 
(34.2890) (-8.6735) (10.5190) f-6.5683) 
ED1 -0.1453 0.0612 -0.0200 -0.0498 
(-11.0280) (4.2384) (-0.2544) (-0.6632) 
ED2 -0.5051 -0.0523 -0.0762 -0.1134 
“34.3620� (-3.2875^ “0.9089) (-1.4926� 
ED3 -0.9028 -0.7191 -0.5797 -0.4878 
“34.3810、 （-12.5780、 (-3.1449) (-3.2438) 
ED4 -0.8187 -0.6006 -0.5195 -0.4733 
(-31,4Q8Q) (-22,5QTO (-4.81%) (-^.QQ42) 
ED5 -1.1528 -0.9511 -0.7842 -0.4721 
( - 2 U _ ) (-18.572Q) (-3.7^97) ( - 2 .滿 ) 
ED6 -0.6751 -0.4448 -0.5073 -0.4672 
“30.5440) (-19.7500� (-5.1235� (-5.43^9) 
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M ^ 0 ^ 0.2138 0.1204 0.1402 
r23.178Q^ (17.9340) (2.2628) (3.8227) 
MS2 0.2402 0.0968 0.2316 0.2266 
(9.9019) n.85l7^ f2.2853^ (2.2067) 
MS3 0.2277 0.1381 0.3391 0.2541 
f5.8725) f4.2079) (2.9476) n.8378) 
IND1 0.2068 -0.1048 -0.0261 -0.0659 
H2.575Q^ (-5.7399) (-0.3247� (-1.7441) 
IND2 1.0106 0.5997 0.3921 0.2424 
r55.Q460^ G0.5160^ (4.7333) (6.9977) 
IND3 0.4712 0.4463 0.2250 -0.0756 
r23.Q24Q) Q0.1950) r2.3Q3n (-4.7112) 
IND4 -0.0351 -0.3688 -0.0583 -0.0531 
n.3885) (-14.1290) (-0.6415) M.Q974^ 
IND5 0.2975 0.2860 . 0.0363 -0.0011 
H5.0030) H3.9130) (0.4192) r-Q.Q270^ 
OCCl 0.4120 2.4907 2.0174 1.6247 
G2.32QQ^ f99.9000) (22.9200) (42.7180) 
OCC2 -0.2813 1.3714 1.0138 0.8392 
(-12.7710) f49.0120) (9.3685� (10.9210) 
OCC3 -0.2624 1.0831 0.7031 0.3057 
r-9.07Q5^ n4.5410^ (7.3086) (5.7^94) 
OCC4 -1.4128 0.3788 0.3119 -0.9113 
(-68.0330) f54.2620) (3.3040) (-5.4941) 
OCC5 -1.2890 0.5841 0.8266 0.4512 
f-84.4910) (23.1830� (8.93581 (9.2528� 
OCC6 -0.5979 0.7542 0.6039 0.0854 
M3.431Q^ (28.9690) (6.0504) (1.6699) 
OCC7 -0.5462 0.9369 0.5446 0.4861 
r-36.393Q^ (35.224Q^ (5.2512) (11.2990) 
TLQ1 0.7685 0.5803 0.1644 0.1621 
H3.366Q^ (12.^000) (1.1496) (1.1343� 
TLQ2 0.7651 0.6704 0.2630 0.3518 
riQ.725Q^ ri3.636Q) (1.6934) (2A299) 
TLQ3 1.0133 0.7485 0.4558 0.4845 
(17.716m (16.2330) (3.3015) (3.4265) 
CONSTANT -4.8260 -3.5475 -3.6746 -1.6666 
( - ^ , 3 0 7 Q ) _ ( - 4 4 . 3 6 9 0 ) _ ( - 1 4 . 2 1 1 0 ) (-^-^914) 
Log-Likelihood Ratio 78,353 75,194 3,000 -4,896 
Observations 351,594 312,519 9,735 29,009 
Pseudo R-square 0.3482 0.3506 0.3001 0.2644 
Note: 1. Mcfadden R-square is used to measure the goodness-of-fit. 
2. T-ratio is in parenthesis. 
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Table 4 Detailed Coverage ofIndustry Dummies 
IND1 (Manufacturing) 
1. Food, beverages and tobacco: Including manufacture of food, distilling, 
rectifying and blending alcoholic beverages, soft drinks and carbonated waters 
industries, manufacture of cigarettes and cigars. 
2. Textiles: Including spinning and weaving of textiles, bleaching, dyeing, 
printing and finishing of textiles, manufacture of made-up textile goods except 
wearing apparel. 
3. Wearing apparel, except footwear. Including tailoring, manufacture of 
wearing apparel, except knitwear from yam and footwear, knitting of textiles 
and manufacture of knit apparel. 
4. Footwear and leather products: Including manufacture of tanneries and 
leather finishing, fur dressing and dyeing industries, products of leather and 
leather substitutes, manufacture of footwear, except rubber, plastic and 
wooden footwear. 
5. Wood and wood products: Including manufacture of wood and cork products, 
manufacture of wooden furniture and fixtures and manufacture of rattan 
furniture. 
« 
6. Paper products, printing and publishing'. Including manufacture of paper and 
paper products, printing, publishing and allied industries. 
7. Chemicals, petroleum and coal products: Including manufacture of chemicals 
and chemical products, petroleum refineries, manufacture of products from 
petroleum and coals. 
8. Rubber and plastic products: Including manufacture of rubber products, tyre 
retreading, manufacture of rubber footwear and other rubber products, 
manufacture of plastic products, manufacture of plastic toys, plastic flowers 
and foliage and other plastic articles. 
41 
9. Basic metal industries and metal products (except machinery): Including basic 
metal industries, iron and steel basic industries, non-ferrous metal basic 
industries, manufacture of fabricated metal products, except machinery and 
equipment, manufacture of structural metal products, electroplating, metal 
cutting and welding. 
10. Machinery and electronic products.. Including manufacture of office, 
accounting and computing machinery, manufacture of radio, television, 
communication equipment and apparatus, electronic parts and components, 
electrical appliances and houseware and electronic toys, machinery, 
equipments，apparatus, parts and components others, manufacture of transport 
equipment. 
11. Professional, scientific equipment and photographic, optical goods: Including 
manufacture of professional, scientific, measuring, controlling equipment and 
photographic, optical goods. 
12. Other manufacturing-, including manufacture of non-metallic mineral products 
such as pottery, China glass-wares, bricks and concrete blocks, other 
manufacturing industries such as manufacture of herbal medicines, jewellery, 
musical instruments, pencils, pens, sporting and athletic goods, tooth brushes, 
brooms and brushes, wigs and hair products, buttons and studs, umbrellas, 
ivory ware, artificial flowers, artificial pearls and imitation jewellery, signs 
and advertising displays, tobacco pipes, toys (excluding wooden, plastic, metal, 
rubber or electronic toys), etc. 
IND2 (Wholesale, Retail & Import/Export Trades, Restaurants 
and Hotels) 
1. Wholesale trade: including the resale of new and used goods to retailers or 
acting as agents in buying merchandise for, or selling merchandise to, persons 
or companies. 
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2. Retail trade: including the resale of new or used goods to the general public, 
by shops, department stores, gasoline (petrol) filling stations, stalls in streets 
and news-vendors. 
3. Import and export trade: including import of goods for wholesale and export 
of goods. 
4. Restaurants and hotels: including restaurants, fast food shops, cafes, bars, 
food stalls and other eating and drinking places, hotels, rooming houses and 
other lodging places. 
IND3 (Transport, Storage and Communication) 
1. Transport and related services: Including provision of land passenger 
transport, land freight transport, supporting services to land transport, 
provision of ocean and coastal water transport, supporting services to water 
transport, provision of air transport and services incidental to transport. 
2. Storage and warehouses: Including cold storage, godowns, operation of 
storage facilities and warehouses for hire by general public for storage. 
3. Communications'. Including telephone, telegraph, cable and 
telecommunication services, radio paging services, postal/courier (door to 
door delivery) services, radio-communications services to others, such as taxi 
drivers, lorry drivers. 
IND4 (Financing, Insurance, Real Estate and Business Services) 
1. Banking and finance: Including all banks, finance and investment companies, 
stock, commodity and bullion brokers, exchanges and services and other 
financial institutions. 
2. Insurance: Including general insurers such as life, fire, insurance agents and 
brokers organisations servicing insurance carriers. 
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3. Real estate: Including real estate development, property holding and resale, 
real estate brokerage, leasing and management. 
4. Business services'. Including legal services, accounting, auditing, tax reporting 
and bookkeeping services, architectural and engineering services, advertising 
and related services, data processing and tabulating services and miscellaneous 
business services. 
IND5 (Community, Social and Personal Services) 
1. Community and social services: Including public administration, sanitary and 
similar services, education services, medical, dental and other health and 
veterinary services, welfare institutions, business, professional and labour 
associations, religious organisations, miscellaneous social and related 
community services, international and other extra-territorial bodies. 
2. Recreational and cultural services: Including motion pictures and other 
entertainment services, libraries, museums, gardens and cultural services, 
miscellaneous amusement and recreational services. 
REFERENCE GROUP (Construction) 
1. Construction: Including building construction, civil engineering, plumbing, 
electrical wiring, air-conditioning installation and repair. 
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Table 5 Detailed Coverage of Occupation Dummies 
OCCl (Managers and Administrators) 
1. Government administrators and foreign diplomats: Including administrators, 
commissioners, directors in government service, foreign and commonwealth 
diplomats, consuls, trade commissioners and councilors. 
2. Corporate managers: Including managing directors, company directors, chief 
executive officers, presidents, general managers, functional managers and 
managers ofbranch of corporations. 
3. Small business managers: Including small business managers in retail trade, 
wholesale trade, business services, transport business, catering services, 
lodging services, manufacturing firms, construction firms, agriculture and 
fishery. 
OCC2 (Professionals) 
1. Physical, mathematical and engineering science professionals.. Including 
physicists, chemists, mathematicians, statisticians, system designers and 
analysis, computer programmers, architects, town planners, surveyors, 
engineers and aircraft pilots. 
2. Life science and health professionals: Including biologists, botanists, 
zoologists, agronomists, veterinarians, medical doctors, psychiatrists, 
pathologists, forensic pathologists, dentists, dietitians and nutritionists, 
pharmacists and clinical psychologists. 
3. Teaching professionals: Including lecturers, professors, demonstrators and 
tutors in Universities, Polytechnics, statutory or approved Post-Secondary 
Colleges, Technical Institutes, Colleges of Education and all other colleges (at 
post-secondary level), teachers in secondary schools, vice-chancellors, 
directors and administrators of Universities, Polytechnics, Colleges of 
Education, Post-secondary Colleges, Technical Institutes and other colleges, 
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secondary school principals, education officers (administration) [government], 
school inspectors, education methods and teaching aids specialists. 
4. Legal, accounting, business and related professionals: Including lawyers, 
barristers, solicitors, judges, accountants and auditors, advertising consultants, 
appointment consultants, credit officers, company secretaries, economists, 
insurance consultants and underwriters, investment analysis and consultants, 
management consultants, market researchers, and public relations consultants. 
5. Social science and other professionals: Including social workers, translators 
and interpreters, news editors, journalists and reports, authors and editors, 
feature writers and columnists, critics, film and stage directors and producers, 
composers, painters and related artists, bishops, priests, sisters, monks, nuns, 
Taoists, librarians, curators and archivists. 
OCC3 (Associate Professionals) 
1. Physical, mathematical and engineering science associate professionals: 
Including physical and chemical science technicians, environmental control 
technicians, statistical assistants, statistical survey interviewers, computer 
operations, engineering technicians, clerk of works, surveying technicians, 
draughtsmen, interior designers and decorators, industrial product design 
technicians, production planners and controllers, quality control technicians 
photographers, telegraphers, ship's radio operators, flight radio and 
television and transmitting equipment operators, broadcasting station and 
other sound-equipment operators ships' engineers and ships' deck officers, 
air traffic controllers, air traffic safety technicians, helicopter pilots, building 
inspectors, fire inspectors, safety and factory inspectors. 
2. Life science and health associate professionals: Including life science 
technicians, medical laboratory technicians, veterinary assistants, optometrists 
and opticians, dental therapists/hygienists and dental surgery assistants, 
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physiotherapists, occupational therapists, prosthetists, speech therapists, 
pharmaceutical assistants and dispensers, radiographers, health inspectors, 
nurses and midwives, herbalists (Chinese medicine practitioners) and 
acupuncturists. 
3. Teaching associate professionals'. Including primary schools teachers and 
principals, pre-primary school teachers and principals, teachers and principals 
of schools for the disabled, blind, deaf and dumb, skills and craft teachers, 
technical and workshop instructors and tutors in tutorial organisations. 
4. Legal, accounting, business and related associate professionals: Including 
law clerks, legal assistants, accounting supervisors, bookkeepers and other 
accounting associate professionals, administrative and related associate 
professionals, public relations officers, advertising sales representatives, 
brokers, buyers and merchandisers, commercial and technical sales 
representatives, insurance representatives, appraisers and valuers, auctioneers, 
estate agents, securities and finance dealers, credit analysis, market research 
assistants, labour contractors and employment agents, travel agents, 
commercial artists, exhibitions and display designers, advertising copywriters, 
fashion designers, jewellery designers, estate and housing managers and 
officers. 
5. Social services and other associate professionals-. Including social work 
assistants, police superintendents and inspectors, fire inspectors [government], 
immigration officers, custom and excise inspectors, ambulance officers, 
prison officers, firm, television and stage actors, singers, dancers, musicians, 
and other performing artists, radio and television announcers, clowns, 
magicians, acrobats and related workers, coaches, athletes and related workers 
jockeys and trainers. 
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OCC4 (Elementary Occupations) 
1. Sales and services elementary occupations'. Including street hawkers, peddlers 
and news-vendors, canvassers (door-to-door salespersons), domestic helpers 
and cleaners, gardeners, messengers, package and luggage deliverers and 
porters, watchers and doorkeepers, private security guards, building caretakers, 
freight handlers, stevedores, warehouse porters, removing labourers, rickshaw 
pullers, shoes cleaners, lift operators, dim sum boys/girls, garbage collectors, 
sweepers, ushers. 
OCC5 (Services Workers and Shop Sales Workers) 
1. Personal and protective services workers: Including air hostesses, ship 
stewards, tour coordinators, travel guides, house stewards and housekeepers, 
cooks, waiters and bartenders, baby-sitters, personal care workers, hairdressers, 
barbers, beauticians, policemen, firemen, immigration assistants, 
ambulancemen, prison guards, ballroom dancers, fortune-tellers, undertakers 
and private tutors. 
2. Salespersons and models: Including wholesale and retail salesman, 
demonstrators in department stores, petrol-services-station attendants, fashion 
and other models. 
3. Transport and other services workers: Including transport conductors, air/sea 
transport supervisors, railway station officers, cinema projectionists, disco and 
stage light controllers, life guards and private detectives. 
OCC6 (Craft and Related Workers) 
1. Extraction and building trades workers: including miners and quarry workers, 
stone splitters, cutters and carvers, stonework, layout-men, bricklayers, 
concrete placers, levellers, scaffolders, bar and steel benders, reinforced 
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concreters, reinforced iron workers, asphalters, demolition workers, carpenters 
and joiners, parquetry workers, floor layers, tile setters, roofers, paperhangers, 
building and related painters, lacquerers, plasterers and terrazzo workers, 
cement finishers, building structure cleaners, glaziers, plumbers and pipe 
fitters, building and related electronics, thermal and sound insulators. 
2. Metal and machinery trades workers: including metal moulders and core-
makers, welders and flame-cutters, solderers, sheet-metal workers, structural 
metal preparers and erectors, riggers and cable splicers, underwater workers, 
blacksmiths, toolmakers, die makers, plastic mould makers, machine-tool 
setter-operators, metal grinders, polishers and tool sharpeners, locksmiths and 
key duplicators, aircraft engine, motor vehicle, diesel engine, elevator and 
construction plant machine fitters, mechanics and repairers, clothing sewing, 
knitting and other textile machine fitters, mechanics and repairers, office 
machine (such as typewriters) mechanics, electrical fitters and mechanics, 
electronic fitters and services, domestic and office electrical appliances 
mechanics, telegraph and telephone installers. 
3. Precision, handicraft, printing and related trades workers: including jewellery 
and precious metal trades workers such as goldsmiths, jewellery pattem 
makers, precision instrument makers and repairers such as acoustical musical 
instrument makers and tuners, camera makers and repairers, optical instrument 
makers and repairers, mechanical watch and clock makers and repairers, 
optical lens makers, glass painters, glass blowers and decorators and related 
glass workers, potters, pottery and porcelain mould makers and modellers, 
ceramics painters and decorators and related glass workers, potters, pottery 
and porcelain mould makers and modellers, ceramics painters and decorators, 
brick and tile moulders, clay formers, fibre glass makers and related workers, 
glass reinforced plastics (grp) workers, enamelling workers, abrasive formers, 
hand compositors and typesetters, stereo-typists and electro-typists, printing 
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engravers and etchers, colour matchers, plate makers, retouchers, hand 
bookbinders and book embossers, hot stamping workers, silk screen stencil 
cutters and printers and textile printers. 
4. Other craft and related workers: including food, beverages, tobacco and 
related products processing trades workers, cabinet makers, wood treaters and 
related trades workers, textile and garment trades workers, pelt, leather and 
shoemaking trades workers, rubber and plastic trades workers, painters and 
related workers (other than building painters), dental prosthesis maker, ivory 
workers, wig makers, other craft workers not elsewhere classified. 
OCC7 (Plant & Machine Operators and Assemblers) 
1. Industrial plant operators: Including mining plant operators, mineral ore, 
treating plant operators, well drillers and borers, metal-processing plant 
operators, ore smelting, metal converting and refining fumace operators, glass 
blowing machine operators, pottery and porcelain kilnmen, brick and tile 
kilnmen, sawmill generating plant operators, boiler and engine operators, 
automated assembly-line operators, gas compression operators, incinerator 
plant operators. 
2. Stationery machine operators and assemblers: Including metal-bending 
machine operators, metal-press operators, asbestos cernent products makers, 
concrete mixer and concrete mixing plant operator, pharmaceutical, medicines 
and drugs products machine operators, metal fmishers, platers and coater, 
electroplaters, photographic developing and finishing machine operators, 
chemical products machine operators, rubber and plastic products machine 
operators, sawyers woodworking machine operators, printing pressmen (litho 
offset or letterpress), machine book embossers, textile products machine 
operators, food and related products processing machine operators, 
assemblers. 
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3. Drivers and mobile machine operators: Including railway engine and motor 
vehicle drivers, agricultural, earthmoving, lifting and other mobile materials-
handling equipment operators, ships' deck crews and related workers. 
REFERENCE GROUP (Clerks) 
1. Office clerks: Including stenographers, typists, secretaries, data entry operators, 
accounting and bookkeeping clerks, finance clerks, importy^export clerks, 
shipping clerks, insurance clerks, material and production planning clerks, 
library and filing clerks, sorting clerks and postmen. 
2. Customer services clerks: Including cashiers, tellers, moneychangers, travel 
agency clerks, receptionists and information clerks and telephone switchboard 
operators. 
51 
Table 7 Detailed Coverage of Type of living Quarters Dummies 
TLQ1 (Public Rental Housing) 
1. Housing Authority rental blocks (Group A): These are Government Low Cost 
Housing Blocks under the management of the Hong Kong Housing Authority. 
Units in these blocks are self-contained. Converted Mark I to Mark III blocks 
are also grouped under this category. 
2. Housing Authority rental blocks (Group B): These are buildings formerly 
managed by the Resettlement Department but put under the management of 
the Hong Kong Housing Authority since 1973. They can be further divided 
into Mark I to Mark III estates are not self-contained. 
3. Housing Society rental blocks: These are rental blocks built and managed by 
the Hong Kong Housing Society. 
TLQ2 (Subsidised Sale Flats) 
1. Housing Authority subsidised sale flats: These are estates built under the 
Home Ownership Scheme, the Private Sector Participation Scheme or the 
Middle Income Housing Scheme of the Hong Kong Housing Authority. 
2. Housing Society subsidised sale flats: These are flats built under the Flat For 
Sale Scheme and Sandwich Class Housing Scheme of the Hong Kong 
Housing Society. 
TLQ3 (Private Housing) 
1. Private housing blocks (Self-contained): Living quarters with internal piped 
water supply and a flush toilet system. 
2. Private housing blocks (Non-self-contained): Living quarters without internal 
piped water supply and a flush toilet system. 
5 2 
3. Private housing blocks: Including tenements, apartments and all multi-storey 
blocks of private flats built mainly for residental purpose. Urban 
Improvement Scheme blocks of the Hong Kong Housing Society are internal 
facilities. 
4. Villas/Bungalows/Modern village houses: These are houses of one to three 
storeys built with full facilities like bathroom and internal piped water supply. 
5. Simple stone structures: They are houses built of stones and/or other 
permanent materials usually of one storey high which are not equipped with 
facilities like internal piped water supply and a flush toilet system. Traditional 
village houses are also grouped under this category. 
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